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SUPPLEMENT 3 to ATTACHMENT 3.1-A
Page 7a

A. Readiness Review: The State will perform a Readiness Review of the applicant entity that
assures the entity has fully developed its policies and procedures, obtained commitments from
key staff, developed its solvency plan and has a facility that meets State and Federal
requirements at the time of the application, in accordance with Section 460.12(b)(1).

B. Monitoring During Trial Period: During the trial period, the State, in cooperation with HCFA,
will conduct comprehensive reviews of a PACE organization to ensure compliance with State
and federal requirements.

At the conclusion of the trial period, the State, in cooperation with HCFA, will continue to
conduct reviews of a PACE organization, as appropriate, taking into account the quality of care
furnished and the organization’s compliance with State and federal requirements.

C. Annual Monitoring: The State assures that at least annually it will reevaluate whether a
participant meets the level of care required under the State Medicaid plan for coverage of
nursing facility services. The State understands that this determination may be waived if there is
no reasonable expectation of improvement or significant change in the participant’s conditions
because of the severity of a chronic condition or the degree of impairment of functional

capacity.

D. Monitoring of Corrective Action Plans: The State assures it will monitor the effectiveness of
corrective actions required to be taken by the PACE organization.

. Rates and Payments

A. The State assures HCFA that the capitated rates will be equal to or less than the cost to the
agency of providing those same fee-for-service State plan approved services on a fee-for-
service basis, to an equivalent non-enrolled population group based upon the following
methodology. Please attach a description of the negotiated rate setting methodology and how
the State will ensure that rates are less than the cost in fee-for-service.

1. Rates are set at a percent of fee-for-service costs

2. Experience-based (contractors/State’s cost experience or encounter date)(please
describe)

3. Adjusted Community Rate (please describe)

4. X Other (please describe) See Proprietary and Confidential letter from Mercer
Government Human Services Consulting dated 05/21/2004 - St. Louis Area PACE
Upper Payment Limit and Rate Development.
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SUPPLEMENT 3 to ATTACHMENT 3.1-A
Page 8a

B. X The rates were set in a reasonable and predictable manner. Please list the name,

C.X

TN No.:

organizational affiliation of any actuary used, and attestation/description for the initial
capitation rates.

William H. Mercer, contact Angela WasDyke, (612) 642 8892.

See Proprietary and Confidential letter from Mercer Government Human Services Consulting
dated 05/21/2004 - St. Louis Area PACE Upper Payment Limit and Rate Development.

The State will submit all capitated rates to the HCFA Regional Office for prior
approval.

Enrollment and Disenrollment: For both State Medicaid Agencies and State Administering
Agencies, the State assures that it has developed and will implement procedures for the
enrollment and disenroliment of participants in the State’s management information system,
including procedures for any adjustment to account for the difference between the estimated
number of participants on which the prospective monthly payment was based and the actual
number of participants in that month. In cases where the State Medicaid Agency is separate
from the State Administering Agency, the State Medicaid Agency assures that there is a
process in place to provide for dissemination of enrollment and disenrollment data between the
two agencies.

Enrollment Process (Please describe):

The participant must reside in the specific geographic locale (St. Louis and County); be age 55
or older; be assessed at the level of care (LOC) of 18 points or higher by Missouri Division of

Aging (DA).

Participants who are state only ME codes (Blind Pension (BP), CWS Foster Care (CWS-FC),
General Relief (GR), DYS-General Relief, Catastrophic-QMB, Adoption Subsidy-HDN,
Presumptive Eligibility (Non-Subsidized), CWS-HIF, or (IM-GH-HIF) may enroll in the
PACE program even if they do not qualify for Medicaid payment of the premium. Enrollment
in this voluntary program is as follows after the above criteria has been met

04-09 Approval Date JAN 0 2005
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SUPPLEMENT 3 to ATTACHMENT 3.1-A
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. Missouri Division of Aging keys into the LTACs system the PACE enrollment with the
effective date being the first day of the month following signing of the enrollment agreement.
This information is then transferred to the Division of Medical Services’ management
information system,;

. The management information system will generate a letter to the participant and the PACE
organization advising that the client is now enrolled with the PACE organization with the
cffective date of enrollment for all services to be provided by the PACE organization;

. Enrollment continues as long as desired by the participant regardless of change in health
status, until death, voluntary disenrollment, or involuntary disenrollment as described below.

. ‘The Missouri Division of Aging (DA) will do annual level of care assessments on Medicaid
eligible participants as well as private pay participants face-to-face.

. The PACE provider's participant multidisciplinary team evaluates the participant’s ability to
live safely in the community. The Missouri Division of Aging (DA) involves the participant in
their service planning and care planning in collaboration with the PACE provider and the
Division of Medical Services (DMS), to determine the participant's capacity to consent. If the
DA and the PACE provider disagree about the safety of the participant living in a community
setting, discussions would be held with the Missouri Division of Medical Scrvices to review
documentation and come to a decision.

. The state administering agency, the Missouri Department of Social Services (DSS), Division
of Medical Services (DMS), receives a monthly enrollment status report, as well as financial
and quality of services reports. These reports are analyzed monthly to determine that
appropriate payments and adjustments are made to the PACE provider.

B. Enrollee Information (Please describe the information to be provided to enrollees):

Once the participant signs the enroliment agreement, the PACE organization gives the enrollee: a
copy of the enrollment agreement; a PACE membership card; an emergency sticker to be posted
in the enrollee's home in case of an emergency; a sticker for the enrollee's Medicare and
Medicaid card which indicates that the enrollee is a PACE participant; the member handbook,
which includes an explanation of the internal PACE organization's grievance and appeals
process; the additional appeal rights that may be initiated under either Medicare or Medicaid.
depending upon the participants payer source. If the participant is dually eligible for both
Medicare and Medicaid, then he/she may chose to appeal through either the external Medicare

or Medicaid process, but not both.

TN No.: 04-09 Approval Date JAN 04 2005
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Reference III. Rates and Payments
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PACE Upper Payment Limit and Rate Development

Upper Payment Limit (UPL) Methodology

The State follows the methodology required by the Centers for Medicare and Medicaid (CMS) to
calculate the PACE UPLs. The State uses historical Fee-For-Service (FFS) data from the three
most recent years of complete claims. Claims are included for eligibles meeting the following
criteria:

Age 55 and older;

With Medicare (dual eligibles) or without Medicare coverage;
In a nursing home for more than 32 days; and

Residing in PACE Approved Service Area.

The FFS data reflects only State Plan approved services which will be included in the PACE
capitation payment. In addition, this data is adjusted to further reflect populations and services
covered such as:

Removal of graduate medical education (GME);

Inclusion of patient’s liability;

Reduction for the State’s level of pharmacy rebates; and

Application of any programmatic changes (i.e. fee schedule and/or benefit changes).

Once these adjustments are applied to the data, each year of data is then credibility adjusted and
blended to develop a base fee-for-service equivalent (FFSE). Credibility is applied to smooth
outliers and to correct skewed distributions in claims history.

The blended FFSE is trended to the applicable period. The trend is developed from historical
FFS data from the three most recent years of complete claims, national trend indices, other
expenditure data from Medicaid/Medicare resources, and other States’ experience. The resulting
trends are applied by category of service. Adjustments are made to include the expected
Missouri Home and Community Based Services (HCBS) costs and administrative costs.

Rate Range Methodology

The basis for the capitation rates is the applicable period UPLs. The capitation rates are
calculated by applying an upper and lower bound adjustment factor to the UPLs. This
adjustment factor is expressed as a percentage and reflects the anticipated PACE savings
reduction to the UPL. This guarantees that the State will not pay more than the UPL under
PACE as required by regulation.

' 5] A
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PROPRIETARY AND CONFIDENTIAL
Mey 21,2004

Ms, Susan Bishop

State of Missouri

Department of Social Services
Division of Medical Services
P.0. Box 6500

Jefferson City, MO 65102

Subject:
St. Louis Arsa PACE Upp.r Payment Limit -nd R=ate Desvelopment

Dear Susan:

The Stats of Missouri (State) :ngaged Mercer Government Humean Services Consnhmg (viercer)
to review the State’s development of the Contract Peziod 2005 (July 1, 2004 through

June 30, 2005) Upper Payment Limits (UPLs) and capitation rate ranges for the St. Lonis area
PACE program. The State’s msthodology followed CMS guidelines for UPL and rate
development. Historical fee for service (FFS) data from Missouri’s mxsing home popuiation was
used a5 the basis for the Contract Period 2005 UPLs. Capitation rate ranges were developed by
applying a budget factor to the UPL. This letter documents the methodology used by the State to

rebase the UPLg for the St. Louis are2 PACE program, andpmdmanaxplmahunofthcbudg:t
fnctorsapphadmdetmmnecaprtanonram:ange&

UPL Methodology
Contract Perjod 2005 UPL Dsvelopment

The State followed the methodology required by CMS, using only FFS data to cglonlate the

PACE UPLs. Seperats UPLs were developed for individuais dnally eligible for Medicare end

_individnals efigible for Medicaid only. The State used historical FFS data from the three roost

recent years of complete claims, State Fiscal Years 2000, 2001 and 2002 because the data is

behwedmbecomplete,nocamplcucnfwturadjusunmwmneceuuy Claims were inclhuded
for eligibles meeting the following criterie:

* Age 55 and older,
»  With Medicare (dual eligibles) or without Medicare coverage,

E Marsh 3 Mctennen Companias
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MfyZl, 2004 PROPRIETARY AND CONFIDENTIAL
Ms. Susan Bishop

State of Missouri

* In a musing home for more than 32 days, and
» Residing in St. Louis and St. Louis City counties.

The FFS dats reflects only State Plan approved services which will be included in the PACE
capitation payment. In addition, this data was adjusted to reflect the following:

» Reduction for the State’s level of phermacy rebates,
* Removal of GME from base date,

» Application of any programmatic changes (i.c. — fee schednle and/or benefit changes), and
* Inclusion of patient’s liability.

Once these adjustments were applied to the data, each year of data was trended to the base yzar
and combined using credibility blending weights to develop a base fee-for-service equivalent
(FFSE). Credibility was applied using & mathematical forrmis that combined historical periods
to smooth outliers and to carrect skewed distributions in claims history.

State Fiscal Y ear | Credibility Weignt Applicd
2002 0%
2001 20%
2000 10%

The blended FFSE was then trended to the contract period Trend was applied by category of
service. Missouri’s historical claims experience, national trend indices, and trend experience for
other state's PACE programs were considered in the development of trend. Overall, the armual
trend was approximately 3.9% for Medicaid Only and 5.0% for the Dual Eligible population.

Due to a lack of reliable FFS data specific to Missouri for the home and commumity based
populstion, the base data for UPL development incinded the nursing home population experience
only. Separate adjustments were developed for the Medicaid Only and Dueally Eligible groups to
account for the diffarences in utilization of services for the portion of the population receiving
services in the home. These adjustments were based on observed experience in other state
programs.

TN No.: 04-09 .
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Ms. Susan Bishop - ' :
State of Missouri

Downward adjustments of 1% and 3.5% were applied to the blended FFSE base for the Medicaid
only and Dual Eligible PMPMs respectively. The adjustmeuts were developed assuming the
PACE UPL represents 2 FF'S populstion comprised 90% of individuals receiving care in 2
pursing facility and 10% mahameandcommumtybuedsatﬂnz In addifion, Mercer assumed
that individuals dually eligible for Medicare receiving care in the home have 65% of the per
member costs of individuals receiving care in 2 mmrsing facility. Far Medicaid only individuals, a

90% relationship ofparm:mbar costs was assumed. Thase asgumptions were based on data
collected from other stutes’ PACE programs.

-

This base FFSE,rcpresennngboﬂ:&e Nursing Home and HCBS populations, was then adjusted
to include the State’s administrative costs. A 4.25% load was applied to the per member per -
month to develop the UPLs.

Rate Range Methodology

The basis for the Contract Period 2005 capitation rate ranges is the contract period UPLs. The
ranges are calculated by applying an upper bound and lower bound budget percentage factor to
the UPLs (Open Cooperative Contracting). This rate adjustment factor is an anticipated managed
care savings reduction to the UPL. 'I'hngummtecsthatﬁaeStatcmﬂnotpaymmeﬁmntthPL
tnder this managed care program as required by regulation.

" This reduction factor shonld ailow the PACEpruvidmmdeﬁvuﬂ:nmﬂmices, oover
their adrministrative sxpenses, and ensure-quality care in the approprists setting. This budget
percentage factor acconnts for the following differences between the managed care and F¥S
environments:

. mmmgedcmepmgnmgoﬂzstokupmmmghomemmlempmmﬂn
conmmmmity rather than in an instittionalized setting. Since the UPL reflects the distribution

in a FFS enviromment, which is orientad to institutional care, the rate was adjusted to reflecta

greater proportion of members in 2 commmnity setting ynder managed care.

Healthier individuals tend to select 2 managed care program. For exemple, PACE programs

generally heve significantly fewer anrollees that may have traumatic brain injuries or may be
ventilator dependent.

TN No.: _04-09 - JAN 04 2005
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Mey 21, 2004 . .

Ms. Susen Bist . PROPRIETARY AND CONFIDENTIAL
State of Missouxi

The capitstion mate ranges (2nd UPLs) were developed for two scparate categaries:
v Medicaid Only, sd

» Dual Eligibles.

Thess renges s ﬁxadmdwﬂlmtchnp&nto & participart's health simtne. Thess two rEt=
categories heve significert diffarences in the cost to the State (end the provider) based on
coordination with the Madicare progrem. Dus to the small size of the progrem, experience is not
sufficiently credibie to develop additional rate categories by age or sex.

Consistent with the CMS guidelines for PACE rate development, the ranges developed are
appropriate for ndividuals withont patient liability. Far ndividoals that axe responsible for e
partion of their own medical coste, the State will adjost the capitation rates downwerd to remove
the costs that shounid be boxne by the individnal The PACE organization will be responsible far
collection of this patient liebility.

" A smmmary of the Cantract Pericd 2005 Upper Peyment Limits and recommmanded capitation rate
remges has been attached PACE organizatioms are adviged that contracting at a rate within the
reconmuended ranges may not be appropriats for their partionier circomstence, end Mearcer
disclatms any responsibility of the use of thess capitation rate ranges by the PACE organization
for oy parpose, Mercer recommends thet any PACE organization considering contracting with
the State should mmalyze its own project=d madical expense, atministrative expense, and =xy

other preminm needs for camparison to these renges before deciding whether to contract with the
State, .

Aeh:iﬂllc.rﬂﬂuﬂon .
Ths UPLs ware caloulated cansistent with CMS requirements. The UPL calenlations ave bessd
on olzim end snroliment datn, which were summarized by the State. Marcer reviewed this data

for reasonability and consistency. However, our review of the data did not mcinde am. andit.
Mercer relied on the dats srameries prepared by the State.

Mercer certifiss the Contract Period 2005, St. Louis Ares PACE UPLs were developed in
qualification standerds of the American Acadamy of Actnaries for the popnistions and services

TN No.: 0409 . Approval Date JAN 0 4-2005
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coversd wmder the contract with the PACE orgenmization. The TPLs are actuerisl projections of
fittnrs comtingent svents. Actual resolts will differ from thess projections. Mearcer has reviewed
thess TPLs on behalf of the Stats to demonstrate complisnce with the CMS requirements. Use of
the UUPLs for any purposs beyond those statad mxy not be eppropriste. ' '

1, the tndersignad actuary, am availebls to enswer ey questions on this materisl or to provide
explanations or further deteils as may be appropriate. You may contact me at 612 642 8892
Sincerely, '

Angelal. WasDyke, ASA, MAAA
ALW/JIS/ad]

Copy:
Karin Xreider, Jason Stolis

ot . 20 (e’ 04 o rends Srwnt Sy 200
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St. Louis Area PACE Upper Payment Limit and Rate Range Summary

Contract Period 2005 (July 1, 2004 - June 30, 2005)

Dual Eliglbles Medlcald Only
Upper Payment Limit $3,303.83 $3,868.60
Upper Bound Budget _
Parceniage 25.00% ~7.00%
Upper Bowind Rate $2,477.88 $3,598.73
Lower Bound Budget i ]
Percantage 31.00% 9.00%
Lower Bound Rate $2,279.65 $3,621.34

Mercer Govermment Human Services Consulting
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